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INFO OCT-01 ISO-00 AID-05 CIAE-00 COME-00 EB-08 FRB-03 
INR-10 NSAE-00 ICA-11 TRSE-00 XMB-02 OPIC-03 
SP-02 LAB-04 SIL-01 OMB-01 /063 W 

074088 181614Z/43 

P 181533ZJUL78 

FM AMEMBASSY LISBON 

TO SECSTATE WASHDC PRIORITY 6354 


LIMITED OFFICIAL USE LISBON 5306 

E.O. 11652: N/A 
TAGS: EINVPO 

SUBJECT: AMERICAN INVESTMENT PROBLEMS: APPLIED MAGNETICS 

REE: (A) SMITH/OKUN TELECON 7/17/78, (B) LISBON 4718 
(C) LISBON 4267 

1. EMBASSY HAS CONTINUED TO URGE THAT MINISTRY OF FINANCE 
AND BANCO ESPIRITO SANTO AGREE ON A COMMON POSITION WHICH IS 
ESSENTIAL FOR A RESUMPTION OF DISCUSSIONS TO RESOLVE LONG- 
STANDING IMPASSE OVER APPLIED MAGNETICS' LOAN AND TAX ISSUES. WE 
MET WITH MINISTRY OE FINANCE DIRECTOR GENERAL OF TREASURY 

DE MELO JUNE 29, FOLLOWED UP BY PHONE CALLS JULY 12, 13, 

AND 17, AND MET AGAIN JULY 18. WE HAVE IMPRESSED UPON DE MELO 
OUR DESIRE TO HEAD OFF POSSIBLE ESCALATION OE THE ISSUE TO 
U.S. CONGRESS BY APPLIED MAGNETICS. DE MELO INFORMED US 
MINISTRY WROTE TO BANCO ESPIRITO SANTO JUNE 15 AND RECEIVED ON 
JULY 7 A RESPONSE DATED JULY 3. MINISTRY HAS FORWARDED THAT 
LETTER TO REPARTICAO DAS FINANCAS (GOP TAX ASSESSING AND COLLECT- 
ING AUTHORITY) FOR ITS VERIFICATION OF DATA RELATING TO BACK 
TAXES DUE APPLIED MAGNETICS LDA. 

2. DE MELO EXPRESSED UNDERSTANDING OF OUR URGENCY AND 
AGREED TO ENDEAVOR TO ACCELERATE A RESPONSE WHICH, HOPE- 
LIMITED OFFICIAL USE 
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FULLY, WOULD ENABLE APPLIED MAGNETICS AND GOP TO RESUME 
DISCUSSIONS. 

3. EMBASSY WILL EOLLOW UP WITH DE MELO JULY 25 AND REPORT 
RESULTS TO DEPT. 

BLOOMFIELD 
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